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COMPANY NOTE CPALL PHANNARAI TIYAPITTAYARUT

Ex 1: New Earnings Cycle Set To Start In 2022F
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Sources: Company data, Thanachart estimates

Ex 2: Key Assumption Changes

2021F 2026F
Lotus's profit contribution (Bt m)
- New (475) 0 0 0 0 0 0 0 0 0 0 0
-0ld (475) 1,078 2,300 3,027 3,297 3,582 3,883 4,201 4,538 4,894 5,270 5,669
Change (%) na na na na na na na na na na na na
MAKRO's profit contribution (Bt m)
- New 6,529 7,455 10,332 12,052 13,264 14,351 15,339 16,373 17,450 18,569 19,737 20,960
- Old 6,732 7,211 8,098 9,368 10,786 11,942 12,884 13,867 14,885 15935 17,026 18,163
Change (%) (3.1) 3.3 21.6 22.3 18.7 16.8 16.0 15.3 14.7 14.2 13.7 13.3
Interest expenses (Bt m)
- New 11,576 8,259 7,550 6,751 6,066 8,306 7,109 6,295 5,362 4,549 3,890 3,640
- Old 11,545 9,605 8,863 8,034 7,266 9,241 7,945 6,990 5,915 4,964 4,221 3,802
Change (%) 0 (14) (15) (16) 17) (10 (11) (10 9) ® 8) 4
Normalized profit (Bt m)
- New 10,232 18,061 25,402 31,898 37,598 41,098 46,906 52,677 58,448 65,351 72,539 79,918
-0ld 10,682 17,548 23,557 29,934 36,079 39,745 45566 51,380 57,199 64,158 71,354 78,909
Change (%) 4.2) 2.9 7.8 6.6 4.2 3.4 2.9 25 2.2 1.9 1.7 1.3

Source: Thanachart estimates
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COMPANY NOTE CPALL PHANNARAI TIYAPITTAYARUT
Ex 3: CPALL’s Net Profit Ex 4: CPALL’s PE
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Ex 5: 7-Eleven’s SSSG Ex 6: Falling Interest Costs
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Ex 7: Lotus’s Earnings Turnaround Ex 8: MAKRO’s Profit Contribution
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COMPANY NOTE CPALL PHANNARAI TIYAPITTAYARUT

Ex 9: CPALL Would Emerge Net Positive From The Lotus Deal

(Bt m) ——  Before —— —— After

2022F 2023F 4F 2022F 2023F 2024F
MAKRO's profit, incl. Lotus 7,747 8,700 10,064 14,439 20,012 23,343
Lotus's profit* 2,696 5,751 7,568 6,692 11,312 13,279

Contribution to CPALL

Stake in MAKRO** 93.08% 93.08% 93.08% 51.63% 51.63% 51.63%
Stake in Lotus 40.00% 40.00% 40.00% - - -
Profit contribution from MAKRO 7,211 8,098 9,368 7,455 10,332 12,052
Profit contribution from Lotus 1,078 2,300 3,027 0 0 0
CPALL's interest savings*** 1,108 1,108 1,108

Total profit contribution 8,289 10,398 12,395 8,563 11,440 13,160
Post-deal contribution accretion 274 1,042 765
% change after the deal 3.3% 10.0% 6.2%

Source: Thanachart estimates

Note: *Lotus's post-deal profit factors in the following:

1) Lotus's debt repayment of Bt65bn (using MAKRO's PO proceeds).

2) Refinancing of Lotus's remaining debt of Bt55bn.

3) Cost-saving synergies of Bt1bn in 2022F and Bt2bn p.a. in 2023-24F.

Note: **Stake in Makro falls after EBT to 65.97% and then after the PO to 51.63%

Note: ***CPALL would pay down debt using PO proceeds under the following assumptions

1) Total MAKRO share sale by CPALL in the PO: 363.2m + 340.5m (greenshoe) = 703.7m shares
2) Cash proceeds assuming a Bt48 PO price = Bt33,778m

3) Interest savings assuming CPALL's cost of debt of 4.1% = Bt1,385m (Bt1,108m after tax)

Ex 10: 12-month DCF-based TP Calculation Using A Base Year Of 2022F

(Bt m) 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F | 2030F 2031F 2032F Terminal
Value

EBITDA 45,286 54,197 62,734 70,246 77,637 84,230 91,032 98,017 106,509 115,475 124,800

Free cash flow 29,759 37,854 45898 55400 60,865 66,462 72,564 78,888 86,473 94,476 102,688 1,484,241

PV of free cash flow 29,678 32,385 36,308 40,531 40,308 40,533 40,743 40,790 41,174 44,975 43,130 623,400

Risk-free rate (%) 25

Market risk premium (%) 8.0

Beta 1.0

WACC (%) 8.1

Terminal growth (%) 2.0

Enterprise value - 1,053,956

add investments

Net debt (end-2021F) 245,402

Minority interest 134,558

Equity value 673,995

# of shares (m) 8,986

Equity value/share (Bt) 75.00

Sources: Company data, Thanachart estimates

THANACHART RESEARCH 4



COMPANY NOTE CPALL PHANNARAI TIYAPITTAYARUT

Valuation Comparison

Ex 11: Valuation Comparison With Regional Peers

EPS growth —PE— —P/BV— EV/IEBITDA  — Div. yield —

Name BBG code Country 21F 22F 21F 22F 21F 22F 21F 22F 21F 22F
(%) (%) (x) (x) (x) (x) (x) (x) (%) (%)

Marks & Spencer MKS LN Britain (86.7) na 75.8 11.6 1.0 1.4 8.8 6.3 0.0 0.7
J Sainsbury PLC SBRY LN Britain (44.4) 99.1 23.9 12.0 0.8 0.9 6.5 5.6 55 44
Tesco TSCO LN  Britain (53.0) 86.3 228 12.3 1.1 1.4 8.8 74 35 4.1
Carrefour SA CAFP France 12.4 13.3 10.5 9.3 1.1 1.1 6.3 5.9 3.7 4.1
Casino Guichard COFP France 29.1 16.9 11.3 9.6 0.8 0.8 7.3 6.9 4.6 54
L'Oreal SA ORFP France 19.4 9.2 44.4 40.7 7.0 6.5 274 253 1.2 1.3
Alimentation Couche = ATD/BCN  Canada 227 2.3 20.4 20.0 45 4.1 9.5 9.4 0.6 0.7
Aeon 8267 JP Japan na na na 91.4 2.5 2.7 10.7 9.0 1.2 1.2
Kao Corporation 4452 JP Japan 0.9 11.2 25.0 22.5 3.4 3.2 12.4 11.4 2.2 23
Lion Corporation 4912 JP Japan (25.3) 4.8 242 231 2.1 2.0 10.7 101 1.3 1.4
Shiseido Co. Ltd 4911 JP Japan na 23.2 63.6 51.6 5.9 55 28.0 19.5 0.7 0.7
Lawson 2651 JP Japan (56.6) 96.1 64.0 32.6 22 2.1 4.5 3.9 2.6 2.6
Seven & | Holdings 3382 JP Japan (25.7) 33.3 28.6 215 1.7 1.6 6.9 5.6 1.9 20
Lotte Corp 004990 KS  South Korea 152.4 22.8 11.7 9.6 0.6 0.5 9.1 8.8 3.5 3.7
Shinsegae 004170 KS  South Korea na 28.0 1.4 8.9 0.7 0.6 8.3 8.2 0.7 0.7
Amore Pacific Group 002790 KS  South Korea 1914 18.9 245 20.6 1.5 14 5.8 4.9 0.7 0.7
Best Buy Co Inc BBY US USA 23.4 (4.2) 10.9 114 6.4 6.4 5.9 6.2 21 26
Wal-Mart Stores WMT US USA 13.6 4.2 225 21.6 47 44 11.5 11.2 1.5 1.5
Home Depot Inc HD US USA 21.2 44 227 21.8 290.5 2,628.7 15.8 15.5 1.8 2.0
Yonghui Superstores 601933 CH China na na na 40.3 2.0 2.0 44.5 24.0 1.3 0.9
Sa International 178 HK Hong Kong na na na 92.2 3.5 3.2 na 22.8 0.0 1.0
Dairy Farm Intl Hidgs  DFI SP Hong Kong (27.0) 57.5 27.2 17.3 3.7 34 125 141 3.2 4.5
President Chain Store 2912 TT Taiwan (7.3) 20.8 30.5 25.3 7.2 6.9 12.3 11.1 3.0 34
7-Eleven Malaysia SEM MK Malaysia (14.6) 51.2 37.3 247 19.9 21.0 9.4 9.0 1.8 2.7
Berli Jucker * BJC TB Thailand (0.5) 257 34.6 27.5 1.2 1.1 13.9 134 1.4 1.8
COM7 * COM7 TB  Thailand 44.3 39.6 40.7 29.2 18.9 15.8 271 20.2 2.0 2.8
CP All * CPALL TB  Thailand (37.9) 84.8 62.5 33.8 5.8 5.2 17.9 15.2 0.8 1.5
Central Pattana * CPNTB Thailand (44.7) 1275 82.6 36.3 3.3 3.1 225 16.5 0.8 1.4
Central Retail Corp. * CRC TB Thailand na 106.4 73.7 35.7 3.7 35 111 9.7 0.5 1.1
Siam Global House *  GLOBAL TB Thailand 62.8 20.1 30.1 25.1 5.0 44 229 19.2 1.3 1.6
Home Product* HMPRO TB Thailand (1.0) 19.8 35.8 29.9 8.4 7.8 18.9 16.5 2.2 2.7
Siam Makro * MAKRO TB Thailand (5.0) 16.4 46.6 40.0 1.9 1.8 30.4 47.9 0.9 2.0
Mc Group * MC TB** Thailand (20.6) 29.5 21.0 16.2 21 2.1 8.3 7.5 4.8 5.9
Average 5.3 36.9 34.7 28.0 12.9 83.5 14.2 13.0 1.9 2.3

Sources: Bloomberg, Thanachart estimates
Note: * Thanachart estimates using normalized EPS growth, ** MC’s fiscal year ends in June. The figures shown in the table are for FY22F and FY23F
Based on 21 September 2021 closing price
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APPENDIX CPALL PHANNARAI TIYAPITTAYARUT
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FINANCIAL SUMMARY CPALL PHANNARAI TIYAPITTAYARUT

INCOME STATEMENT
FY ending Dec (Bt m) 2019A 2020A 2021F 2022F 2023F
Thai 7-Eleven business is Sales 570,712 546,207 557,640 613,332 679,522
cash-flow generating with Cost of sales 426,063 410,880 422,581 462,165 509,890
rapid breakeven Gross profit 144,649 135,327 135,059 151,167 169,631
% gross margin 25.3% 24.8% 24.2% 24.6% 25.0%
Selling & administration expenses 111,562 107,858 110,253 121,005 133,357
Operating profit 33,087 27,469 24,807 30,162 36,274
% operating margin 5.8% 5.0% 4.4% 4.9% 5.3%
Depreciation & amortization 10,166 19,895 21,143 22,709 24,292
EBITDA 43,252 47,364 45,950 52,871 60,566
% EBITDA margin 7.6% 8.7% 8.2% 8.6% 8.9%
Non-operating income 295 157 419 479 263
Non-operating expenses 0 0 0 0 0
Interest expense (6,721) (8,526) (11,576) (8,259) (7,550)
Pre-tax profit 26,660 19,100 13,649 22,382 28,988
Income tax 4,070 2,759 2,457 4,029 5,218
After-tax profit 22,591 16,340 11,192 18,354 23,770
% net margin 4.0% 3.0% 2.0% 3.0% 3.5%
Shares in affiliates' Earnings 0 (63) (475) 6,692 11,312
Minority interests (351) (400) (485) (6,984) (9,680)
We estimate EPS growth Extraordinary items 104 226 0 0 0
resuming at a 50% CAGR NET PR(-)FIT - 22,343 16,102 10,232 18,061 25,402
over 2022-24F Normalized profit 22,240 15,876 10,232 18,061 25,402
EPS (Bt) 2.4 1.7 1.0 1.9 27
Normalized EPS (Bt) 24 1.7 1.0 1.9 2.7
BALANCE SHEET
FY ending Dec (Bt m) 2022F 2023F
ASSETS:
Current assets: 71,923 81,404 179,840 88,759 100,767
Cash & cash equivalent 30,519 40,626 126,627 33,037 42,037
Account receivables 1,718 1,650 1,685 1,853 2,053
Inventories 31,538 31,749 43,995 45,583 47,497
Others 8,148 7,379 7,534 8,286 9,180
Investments & loans 34 85,586 (3,229) (3,229) (3,229)
Net fixed assets 116,082 120,199 123,326 126,696 130,222
Other assets 187,578 236,165 479,739 475,514 470,114
Total assets 375,617 523,354 779,676 687,740 697,874
LIABILITIES:
Current liabilities: 112,917 123,383 155,189 148,220 155,985
Account payables 78,550 72,778 75,254 82,303 90,802
Bank overdraft & ST loans 3,341 1,056 11,161 7,745 7,135
Current LT debt 12,528 19,825 36,087 25,042 23,071
Others current liabilities 18,498 29,723 32,688 33,129 34,976
Higher debt burden from Total LT debt 129,193 221,503 324,781 225379 207,641
investment in Lotus in Others LT liabilities 25,139 66,874 65,023 61,487 57,377
late 2020 Total liabilities 267,250 411,759 544,994 435,086 421,004
Minority interest 14,629 14,836 134,558 141,542 151,222
Preferreds shares 0 0 0 0 0
Paid-up capital 8,983 8,983 8,986 8,986 8,986
Share premium 1,684 1,684 1,684 1,684 1,684
Warrants 0 0 0 0 0
Surplus 16,318 16,833 16,833 16,833 16,833
Retained earnings 66,753 69,258 72,620 83,608 98,144
Shareholders' equity 93,739 96,759 100,124 111,112 125,648
Liabilities & equity 375,617 523,354 779,676 687,740 697,874

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY

CPALL

PHANNARAI TIYAPITTAYARUT

Business is generating
strong free cash flows

Inexpensive PEs in our
view with strong EPS
growth from 2022F

CASH FLOW STATEMENT

FY ending Dec (Bt m) PLRET. 2020A 2021F 2022F 2023F
Earnings before tax 26,660 19,100 13,649 22,382 28,988
Tax paid (3,932) (3,082) (2,300) (3,964) (5,023)
Depreciation & amortization 10,166 19,895 21,143 22,709 24,292
Chg In w orking capital (1,887) (5,915) (9,804) 5,292 6,386
Chg In other CA & CL / minorities (789) 11,869 118,735 2,212 9,687
Cash flow from operations 30,218 41,867 141,423 48,631 64,329
Capex (14,960) (15,009) (14,510) (15,390) (16,200)
Right of use 0 (61,902) (6,190) (6,190) (6,190)
ST loans & investments 0 0 0 0 0
LT loans & investments 0 (85,552) 88,815 0 0
Adj for asset revaluation 0 0 0 0 0
Chg In other assets & liabilities 1,711 46,238 (246,314) 295 (1,754)
Cash flow from investments (13,250) (116,225) (178,199) (21,285) (24,144)
Debt financing (8,505) 97,547 129,644  (113,862) (20,318)
Capital increase 0 0 3 0 0
Dividends paid (10,780) (11,229) (6,871) (7,073) (10,866)
Warrants & other surplus (2,655) (1,854) 0 0 0
Cash flow from financing (21,940) 84,465 122,777 (120,936) (31,184)
Free cash flow 15,258 26,858 126,913 33,241 48,129
VALUATION

FY ending Dec 2019A 2020A 2021F 2022F 2023F
Normalized PE (x) 27.2 38.8 62.5 33.8 23.7
Normalized PE - at target price (x) 31.7 453 73.0 39.5 27.6
PE (x) 27.1 38.2 62.5 33.8 23.7
PE - at target price (x) 31.6 44.6 73.0 39.5 27.6
EV/EBITDA (x) 16.0 16.4 17.9 15.2 12.8
EV/EBITDA - at target price (x) 18.2 18.5 20.0 17.0 14.4
P/BV (x) 6.2 6.0 5.8 5.2 4.6
P/BV - at target price (x) 7.2 7.0 6.7 6.1 54
P/CFO (x) 191 13.8 4.1 11.9 9.0
Price/sales (x) 1.0 1.1 1.0 0.9 0.8
Dividend yield (%) 1.9 1.4 0.8 1.5 21
FCF Yield (%) 26 47 22.0 5.8 8.3
(Bt)

Normalized EPS 2.4 1.7 1.0 1.9 2.7
EPS 2.4 1.7 1.0 1.9 2.7
DPS 1.3 0.9 0.5 0.9 1.4
BV/share 10.4 10.8 111 12.4 14.0
CFO/share 3.4 4.7 15.7 54 7.2
FCF/share 1.7 3.0 141 3.7 54

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY

CPALL

PHANNARAI TIYAPITTAYARUT

We forecast ROE to head
back up from next year

FINANCIAL RATIOS
FY ending Dec 2019A 2020A
Growth Rate
Sales (%) 8.2 (4.3)
Net profit (%) 6.8 (27.9)
EPS (%) 20 (29.3)
Normalized profit (%) 6.5 (28.6)
Normalized EPS (%) 1.7 (30.0)
Dividend payout ratio (%) 52.6 53.6
Operating performance
Gross margin (%) 25.3 24.8
Operating margin (%) 5.8 5.0
EBITDA margin (%) 7.6 8.7
Net margin (%) 4.0 3.0
D/E (incl. minor) (x) 1.3 2.2
Net D/E (incl. minor) (x) 1.1 1.8
Interest coverage - EBIT (x) 4.9 3.2
Interest coverage - EBITDA (x) 6.4 5.6
ROA - using norm profit (%) 5.9 3.5
ROE - using norm profit (%) 24.9 16.7
DuPont
ROE - using after tax profit (%) 25.3 17.2
- asset turnover (x) 1.5 1.2
- operating margin (%) 5.8 5.1
- leverage (x) 4.2 4.7
- interest burden (%) 79.9 69.1
- tax burden (%) 84.7 85.6
WACC (%) 8.1 8.1
ROIC (%) 13.8 11.3
NOPAT (Bt m) 28,036 23,500
invested capital (Bt m) 208,283 298,517

2021F 2022F 2023F
2.1 10.0 10.8
(36.5) 76.5 40.6
(38.9) 84.8 43.0
(35.5) 76.5 40.6
(37.9) 84.8 43.0
50.0 50.0 50.0
24.2 24.6 25.0
4.4 4.9 5.3
8.2 8.6 8.9
2.0 3.0 3.5
1.6 1.0 0.9
1.0 0.9 0.7
2.1 3.7 4.8
4.0 6.4 8.0
1.6 25 3.7
10.4 17.1 215
1.4 17.4 20.1
0.9 0.8 1.0
45 5.0 5.4
6.6 6.9 5.9
54.1 73.0 79.3
82.0 82.0 82.0
8.1 8.1 8.1
6.8 7.2 8.8
20,341 24,733 29,745
345526 336,242 321,460

Sources: Company data, Thanachart estimates
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